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SUMMARY 


Burma's economy grew at a somewhat faster pace last year than it has in 
the recent past. While nearly all productive sectors with the exception 
of timber expanded, it was the all-important agricultural sector which 
provided the main impetus to growth last year. Excellent climatic con- 
ditions led to a bumper harvest of rice and most other major crops. 
These favorable growing conditions continued through the present crop 
year, and Burma anticipates its second straight year of record harvests. 
As a result, GDP growth for the present fiscal year should exceed that 
recorded last year. 


Despite a reduction in the country's trade gap, the overall balance of 
payments moved into deficit for the first time in three years as capital 
inflows failed to offset the chronic current account deficit. Burma 
must accept deficits in its balance of payments position for some time 
if it is to approach its development goals. Monetary expansion slowed, 
and this plus a greater supply of foodstuffs helped dampen the rate of 
price increases during the latter half of 1976. However, double digit 
inflation is expected to continue through the coming year. 


Although the economy remains fragile and largely dependent on the whims 
of the weather and the fluctuating international rice market, there are 
signs that the government may adopt more pragmatic policies to rectify 
some of Burma's economic shortcomings. A number of reforms were intro- 
duced last year, and the government aiso unveiled an ambitious Five-Year 
Development Program. The IBRD sponsored the formation of a Consultative 
Group of Donor Nations to help finance this program. 


There is speculation that Burma may relax its policy prohibiting private 
foreign investment, but lacking sufficient guarantees and incentives the 
investment climate in Burma does not seem to hold much promise for U.S. 
firms in the immediate future. The prospect for direct sales opportu- 
nities is much brighter. Loans from international financial institutions 
for a variety of development projects will require the purchase of con- 
siderable capital equipment, spare parts and services which U.S. firms 
are in a good competitive position to provide. 





KEY ECONOMIC INDICATORS: BURMA 


All values in U.S. $ million 
and represent period averages 
unless otherwise indicated 


Estimate 


1/ % Change 1976/7724 


Prevailing Exchange Rate: US$1.00 = K 6.7 1974/75— 1975/76 


INCOME, PRODUCTION, EMPLOYMENT 


GDP at Current Prices 3,129 
GDP at Constant (1969/70) Prices 1,734 
Per Capita GDP, Current Prices ($) 101 
Gross Capital Formation 278 
Investment/GDP Ratio 8.9 
Average Per Capita Income, 96 103 
Current Prices ($) 
Industrial Production Index (1969/70=100) 94 105.8 
Milled Rice Production ('000 long tons) 4,907 5,354 
Labor Force (in thousands) 11,913 12,187 
Average Output Per Worker, 237 250 
Constant (1969/70) Prices ($) 


MONEY AND PRICES 


Money Supply2/ 723.4 
Interest Rate (Union of Burma Bank) 6% 
Wholesale Agricultural Price Index (1972=100) 185.1 
Consumer Price Index, Rangoon (1972=100) 164.9 


BALANCE OF PAYMENTS AND TRADE 
Gold and Foreign Exchange Reserves 172.5 143.82/ -20 
External Debt 533.0 554.6 4 
Annual Debt Service 4/ 35.0 37.0 6 
Balance of Payments 40.3 -28.2 -170 
Balance of Trade -72.7 -64.5 11 
Exports (Mainly FOB) 136.3 172.8 26 
U.S. Share 2.1 1.2 -43 
Imports (Mainly CIF) 209.0 237.3 13.5 
U.S. Share 9.5 Lis5 21 
Main Imports from U.S. (1975/76): 
Capital machinery and equipment ($5.3 million); transport equipment and spares 
($3.1 million); chemicals and pharmaceuticals ($.8 million). 


Byrmese fiscal year (April 1 to March 31) 
M 


As of September 1976 
Embassy Estimates 





CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth and Domestic Production 


For the first time in several years Burma's economic growth during the 
period under review exceeded near stagnation levels. Although the 
Burmese Government has quietly revised its estimate of GDP growth during 
1975/76 at constant (1969/70) prices downward from an earlier announced 
6.1 percent to 4.5 percent, this modest growth figure still represents a 
considerable improvement from Burma's average annual growth rate of 2.7 
percent recorded over the last ten years. The small increase in GDP 
during the past decade has barely kept pace with population growth, 
leaving gains in per capita GDP virtually negligible. 


Burma's all-important agricultural sector, which recorded an increase in 
output of about 7 percent over the previous year (the largest such in- 
crease in the past 15 years), led the economy forward last year. Rice 
paddy production of over 9 million long tons exceeded the previous year's 
output by more than 7 percent, and production of all other major crops 
with the exception of jute also rose. Lack of diesel fuel for irrigation 
pumps caused jute output to decline for the third year in a row. While 
greater incentives for farmers, higher government investment and inputs 
for agriculture, and generally increased government attention to the 
agricultural sector may have had some influence on the higher production 
levels, excellent climatic conditions during the crop year made the main 
contribution to Burma's bumper crops last year. These favorable growing 
conditions continued through the 1976-77 crop year, and the country looks 
forward to its second straight year of record harvests, particularly rice 
paddy which is slated to reach 9.2 million long tons. This situation 
serves to underscore the fact that Burma's agricultural-based economy 
remains largely dependent on the whims of the weather. Unfavorable 
climatic conditions during the coming 1977/78 crop year, for example, 
could quickly offset the gains of the past two years. 


Other sectors of the economy, perhaps spurred by the higher agricultural 
output, also expanded last year. Industrial production rose by about 

12 percent. However, despite this increase, industrial output remains 
only about 5 percent above what it was six years ago. Underutilization 
of capacity. due mainly to lack of raw materials and spare parts has 
hamstrung industrial production during the past several years. Thus, 
Burma continued to experience a scarcity of locally made consumer and 
capital goods. 


The net output value of power rose 31 percent over the previous year. 
Additional power stations incréased Burma's installed capacity by about 
18 percent. Mineral production including petroleum climbed 15 percent 
above the previous period, but the results of offshore oil exploration 
were very disappointing. Most foreign firms which contracted to explore 
for oil in Burma's waters have completed their obligations without any 
significant finds and are in the process of terminating operations. 
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To date, the government has negotiated no additional offshore exploration 
agreements with foreign firms. The livestock/fishery sector and the con- 
struction sector both increased by around 5 percent when compared with 
the previous period. However, timber production declined by nearly 5 
percent as lack of modern extraction equipment and spare parts for 
existing machines plus transportation bottlenecks continued to constrain 
output of Burma's second most important export commodity. 


Foreign Trade and Balance of Payments 


According to preliminary figures, the value of both exports and imports 
rose during the 1975/76 period, and Burma's trade gap narrowed somewhat. 
The increased export value was due mainly to favorable world market 
prices for rice and raw materials during the period. The larger import 
figure reflects both higher costs for industrial goods and a somewhat 
larger volume of imports as the Burmese Government began to implement a 
number of development projects. However, in terms of constant (1970) 
prices both exports and imports were less than half the value recorded 
a decade ago. This long term decline in Burma's international trade has 
been mainly the result of diminishing domestic production, and a restric- 
tive import policy, particularly toward consumer goods. 


The nation's foreign trade is expected to show a substantial expansion by 
the end of the present 1976/77 fiscal year. A much larger exportable 
surplus of rice as the result of last year's bumper crop should mean 
foreign exchange earnings from Burma's primary export commodity will rise 
considerably despite somewhat lower international prices for foodgrains. 
Major development projects largely financed by international financial 
institutions, together with the government's somewhat belated recognition 
of a need to import greater amounts of raw materials, spare parts and 
capital goods, have caused a much larger volume of imports in recent 
months. As a result, the total import value is expected to outpace the 
increased exports leading to another large trade deficit by the end of 
this fiscal year. 


Inflows of foreign loans and grants which had allowed Burma to record 
small surpluses in its overall balance of payments for three consecutive 
years failed to offset the chronic imbalance in the current account 
during 1975/76, and Burma's overall balance of payments moved into 
deficit. The current account deficit is unlikely to be offset again 
this year, and the overall balance for 1976/77 will probably show a 
deficit of about the same magnitude ($28-30 million) as the previous 
year. 


Money, Wages and Prices 


An improved fiscal position helped slow monetary expansion from 35 per- 
cent in the 12 months previous to March 1975 to an annual rate of 
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13 percent by March 1976. By the end of October 1976 the nation's money 
supply was only about 10 percent larger than it was a year earlier. The 
substantial reduction in the growth of money supply could well be con- 
sidered one of the government's major accomplishments during the past 
year. 


The excess liquidity from the earlier year plus shortages of most basic 
consumer items caused Burma's inflation rate during 1975/76 to remain 
well above 30 percent for the second straight year. However, the reduced 
monetary expansion and stabilizing prices for some foodstuffs such as 
rice as the result of last year's good harvest helped slow price increases 
during the latter half of 1976 to an estimated annual rate of about 20 
percent. The anticipated increase in agricultural production, especially 
rice, augurs well for continued stabilization of food prices, but con- 
tinued shortages of many basic commodities together with production and 
transportation bottlenecks indicate that the inflation rate is unlikely 
to fall below the double digit level in the coming year. 


Burma's workers obtained some wage relief during the past year. The 
government granted lower paid workers an average 33 percent salary in- 
crease in the form of a temporary cost of living allowance, the first 
such upward wage adjustment since 1972. State economic enterprises also 
introduced a scheme to provide bonuses to workers in industries which 
show a profit. However, income levels continue to lag far behind price 
increases. 


The Black Market Sector 


Much of Burma's economic activity is centered in the country's black 
market sector. The government's inadequate distribution system, its 
unrealistic official pricing policy and strict controls on imports, 
particularly consumer goods, encouraged this illegal market to flourish 
and grow. No survey of the Burmese economic scene would be complete 
without Some mention of this activity. Smuggling has grown to a point 
where illegal foreign trade is estimated to be roughly equal to about 
two-thirds of official foreign trade. Burmese consumers depend on the 
black market to provide most of their needs, and for many years this 
sub-economy has also been the main provider of new jobs or additional 
income for those already employed. It is impossible to quantify this 
illegal economic sector, but it is fair to note that a considerable 
portion of Burma's commercial and productive activity goes unnoticed 
by official monetary records. This represents a drain on the economy 
as a large proportion of the country's resources, output and labor are 
siphoned off to this illegal channel. 


Problems and Prospects 


The very favorable outlook for increased agricultural output should mean 
that the overall economy will again show a modest expansion by the end 
of the present fiscal year. GDP at constant prices is expected to grow 
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by 5 to 6 percent. However, the economy remains fragile, and the present 
trend could easily be reversed over the coming year if the government 
does not actively initiate and implement additional reform measures. 


Despite its abundant agricultural and mineral resources and its well- 
educated population, Burma has suffered for many years from low growth 
rates, trade imbalances, unemployment and rapid inflation. Many of 
these problems can be traced to the government's unrealistic economic 
policy and goals, and its efforts to impose tight state control over 
all aspects of economic, social and political activity. However, the 
Burmese Government is beginning to recognize some of the shortcomings 
of its past economic policies, and there are encouraging signs that it 
may move toward more pragmatic economic thinking in the future. Mainly 
at the urging of international financial institutions, the Burmese 
Government adopted a number of economic reforms during the past year. 
These measures included major tax reforms designed to simplify past 
procedures and increase revenue earnings, decentralization of the bank- 
ing system, and efforts to promote the efficiency of public enterprises 
by granting greater management autonomy and pricing flexibility. Many 
of these reforms have not yet been fully or satisfactorily implemented, 
and it may be some time before their impact is felt. 


The Burmese Government also introduced an ambitious five-year develop- 
ment program which places primary emphasis on the agricultural, minerals 
and forestry sectors, those sectors in the best position to increase 
foreign exchange earnings in the short term. The plan envisages an 
average annual growth rate of about 6 percent in GDP between 1977/78 
and 1981/82. According to government analysis, this will require an 
increase in the investment/GDP ratio to 15 percent by the end of the 
plan period. The government also estimates that funding the program 
will require an extermal resource gap of $995 million during the plan's 
operation, and it hopes this gap can be met by concessional borrowing 
both from multilateral and bilateral sources. In keeping with this 
projection, the Burmese Government requested the World Bank to form a 
consultative donor group of seven nations including the U.S. The first 
meeting of this group was held at Tokyo in November 1976. While there 
were few definite pledges of new support from potential donor nations, 
and the meeting was not as successful as might have been hoped, it did 
provide a forum in which the Burmese could present and discuss their 
economic problems and needs. It may be that through this forum addi- 
tional pragmatic advice can be filtered back to Burma's economic 
planners. 


Burma suffers from a lack of export diversification as more than 60 
percent of export earnings are derived from rice and timber. This 
represents a basic structural weakness in the country's export sector. 
Much as the domestic economy is dependent on the weather, Burma's 
external economy is dependent on the fluctuating world market for 
these commodities. This weakness is partially offset by the fact 
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that Burma is nearly self-sufficient in petroleum. Thus, the country's 
balance of payments picture has not been greatly affected by increased 
petroleum prices. Last year, however, the government halted nearly all 
petroleum imports and Burma's domestic production was unable to fill 
the gap. As a result, transportation and production bottlenecks became 
more acute than normal. Recent policy statements by the government 
indicate it may take a more realistic attitude toward imports rather 
than attempt to attain full self-sufficiency in petroleum or other 
products simply by fiat. 


To achieve additional and balanced growth, the country requires a sub- 
stantial increase in import levels. Burma, therefore, will have to 
accept trade imbalances, and balance of payments deficits for several 
years to come if the country is to approach its development goals. 


IMPLICATIONS FOR THE UNITED STATES 
Investment 


Although Burma continues to prohibit nearly all forms of private foreign 
investment, there is presently much speculation that the country's invest- 
ment needs will require some relaxation of this policy, and a change could 
be forthcoming in the near future. Burma's minerals, forestry and fishery 
sectors seem prime candidates for some form of joint venture with foreign 
firms. However, given Burma's uncertain economic position, the govern- 
ment's past antagonistic attitude toward private foreign capital, and 

the lack of guidelines, guarantees and incentives for foreign investors, 
Burma is not likely to present an attractive investment prospect for U.S. 
firms within the coming year. 


Sales 


As the government begins to implement its development program, prospects 
for increased sales of U.S. goods and services to Burma seem quite good. 
During the coming year a large portion of Burma's foreign purchases will 
be financed by loans from the Asian Development Bank and the World Bank. 
Last year over 40 percent of the value of orders resulting from World 
Bank loans went to U.S. suppliers, indicating that the Bank's financial 
projects in Burma call for the type of goods and services in which U.S. 
suppliers are most competitive. The Asian Development Bank recently 
approved a loan of $46 million for a multipurpose dam project, and the 
first tenders for equipment purchases under this loan have already been 
issued. In the near future the ADB expects to approve a $25 million 
loan for a forestry project which will require a wide range of forest 
extraction, timber processing, transport and related equipment. The 
World Bank is funding irrigation, forestry, transport and communications 
projects in Burma. Both institutions expect to undertake additional 
infrastructure, fishery and agriculturally related projects within the 
coming year. These projects should open a wide range of direct sales 





opportunities through international competitive tenders. There may 
also be opportunities for consultant services in connection with 
World Bank or Asian Development Bank projects. 


The government's program for expanded imports, particularly of capital 
goods and spare parts, should also mean a larger Burmese market for 
U.S. goods. If financing can be found, oil drilling rigs and all 

types of oil exploration and drilling equipment will be purchased 

in the coming 12 months. Burma's mineral industry will require extrac- 
tion, transport and earth moving equipment. Burma also requires 
agricultural machinery of nearly all types and capital equipment for 
agriculture-based industries. 


In short, the major opportunities for direct U.S. sales to Burma will 
be in the field of trucks and transport equipment, capital and agri- 
cultural machinery, mineral and petroleum extraction equipment, road 
construction and earth moving machinery and forest extraction equip- 
ment. The country will also continue to depend on U.S. firms to 
supply a large share of its needs for pharmaceuticals and chemicals. 
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LOOKING FOR A GOOD 


market 


research 


tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 








—_—§NEW 
Fresher - Bigger 


U.S. INDUSTRIAL OUTLOOK 


Fundamental facts about business distilled 
from the research and analyses of more 
than 100 business conditions experts. 


For those who need a feel for what is 
happening in the industries their busi- 
ness depends upon. 


An overview of U.S. business that 
shows where the action is expected 
and where the opportunities lie. 


Latest data on product and industry 
shipments, exports, imports, em- 
ployment, with historical data for 
perspective and projections to 

1985. 
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